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Pursuant to House Resolution 95, Eighty-second Congress, first 
session, the chairman of the Committee on the Judiciary appointed 
the following members to act as the Subcommittee on Study of 
Monopoly Power and to carry on the investigations and submit the 
reports authorized by this resolution: Emanuel Celler (New York 
chairman; Joseph R. Bryson (South Carolina); Thomas J. Lane f 
(Massachusetts); J. Frank Wilson (Texas); Edwin E. Willis (Loui- Ee 
siana); Peter W. Rodino, Jr. (New Jersey); Chauncey W. Reed 
(Illinois); Kenneth B. Keating (New York); William M. McCulloch 
(Ohio); Angier L, Goodwin (Massachusetts); Partick J. Hillings 
(California). 
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THE MOBILIZATION PROGRAM 





INTERIM REPORT 


Evidence adduced at hearings conducted by the Subcommittee on 
Study of Monopoly Power during the week of May 21, 1951, disclosed 
that in March of this year the largest builder of locomotives received 
large quantities of steel under top priority directives when its com- 
petitors, whose needs were apparently comparable, were unable to 
obtain similar assistance from the National Production Authority. 
Without determining at this time whether the inequitable allocation 
of steel made by the National Production Authority in this instance 
resulted from gross negligence, deliberate favoritism, or merely a 
chain of unfortunate circumstances which seem most unusual to 
persons unfamiliar with the inner workings of the NPA, the sub- 
committee nevertheless deems it appropriate to issue this interim 
report to point out by way of concrete example how the mobilization 
program may lead to increased concentration of economic power. 

In the fall of 1950 the five major builders of locomotives informed 
the NPA through appropriate channels that their attempts to main- 
tain current building schedules and also to supply railroads with 
maintenance and repair parts were exhausting their inventeries of 
steel, aluminum, and copper. The builders pointed out that unless 
they could obtain adequate quantities of steel and other materials, 
essential production of locomotives would inevitably be lost during 
the first half of 1951. 

Extensive conferences were held by the representatives of all five 
builders with officials of the Transportation and Equipment Division of 
the National Production Authority The head of this Division is 
Robert L. Glenn, a full-time employee, who has held various important 
Government positions including the directorship of the Material and 
Manpower Division of the National Security Resources Board. In 
these positions, he has been required to take responsibility for the 
allocation of critical materials among competing builders of transpor- 
tation equipment. 

Mr. Glenn has assembled a staff of men with extensive backgrounds 
in the locomotive building industry whose qualifications are set out in 
full in the record These persons appear to be well fitted to evaluate 
the material requirements of builders of locomotives The Trans- 
portation and Equipment Division is the only section of NPA staffed 
with experts in the locomotive building field. 

As a result of a series of conferences between the members of Mr. 
Glenn’s staff and representatives of the locomotive builders, it was 
determined by the Transportation and ee Division that 


priority assistance should be given to all major builders in order to 
enable them to maintain the levels of production at whieh they were 
operating during early January. The assistance was to be in the na- 


ture of interim relief pending the final settlement of the over-all loco- 
motive building program. 
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The Transportation Equipment Division accordingly initiated a 
request on behalf of all the builders seeking interim relief totaling 
approximately 20,000 tons of steel. This request for interim relief 
was presented to the Iron and Steel Division of the National Produc- 
tion Authority on February 6, 1951. Upon checking with steel mills, 
representatives of the latter Division ascertained that part of the 
requested 20,000 tons had probably already been provided for. Con- 
sequently Mr. Carson, who was then Director of the Iron and Steel 
Division, and Melvin W. Cole, who shortly succeeded him as Director 
of that Division, held a conference with Mr. Glenn to point out to 
him that the request for 20,000 tons appeared to be excessive. At 
that conference Mr. Glenn agreed to withdraw the request for 20,000 
tons, to reexamine the needs of the builders, and to see if the total 
request could be reduced. The heads of these two divisions reached a 
further understanding at this conference that if the request which 
was being withdrawn included any items critical to the operations of 
these builders, the Iron and Steel Division would concur in emergeney 
action to make the necessary steel available. Requests for such 
emergency action were to be initiated in the Transportation and Equip- 
ment Division. 

After carefully restudying the needs of the locomotive builders, 
Mr. Glenn’s Division, either at the end of February or during the first 
few days of March, initiated a new set of requests for interim relief 
for the locomotive builders containing applications for steel in the 


following amounts: 
Tons of steel 


Electro Motive Division (General Motors Corp.) ---.--------------- 2, 663 
Baldwinkl imng-fiamiien ong. 2 ooo. a ea eee CES 2, 892 
Ampmean:- Liocamative OOM. 2.22026 55 cued « obese SHES eee ee 951% 
BARNES PACT ON TOG oo. diiron ates oa enn daw bee eee 690 
CSBBORAL TOGNIG so oe bk a ois vg See en eee sce nameplate 151 


It was the opinion of the Transportation and Equipment Division 
that the requested tonnages represented the minimum requirements 
necessary to enable these builders to maintain their production 
schedules. It was felt that each of the builders was in an equally 
critical need for the respective tonnages requested, and Mr. Glenn 
testified that he still remained of the opinion that the needs of the 
five builders for the various tonnages requested were all equally urgent, 
Moreover, both he and Col. William G. Knight, Chief of the Motive 
Power Unit of Mr. Glenn’s Division, informed the subcommittee that 
throughout the ensuing period when they were using their best efforts 
to get action on these requests, no one in the NPA ever took the 
position that on the merits of the several applications there was reason 
for treating any one request differently from the others. None of the 
several NPA officials who appeared before the subcommittee con- 
tradicted this testimony. 

The requests for interim relief for these five builders were all 
initiated at the same time and were all filed with the Iron and Steel 
Division at the same time. Melvin W. Cole, Director of the Iron and 
Steel Division, testified that he approved all five requests at the same 
time, and placed them in the channels of distribution to be further 
processed at the same time. Nevertheless, on March 14, 1951, a 
directive was issued granting the Electro Motive Division of the 
General Motors Corp. top priority assistance for 2,663 tons of steel. 
No interim relief on these applications was given to any of the other 


builders. 
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The directive which was issued carried the signature of Robert L. 
Glenn as initiating officer anc the signatures of Melvin W. Cole and 
Henry P. Rankin, Jr., of the Iron and Steel Division as concurring 
in the action. Mr. Cole is a so-called w. o. c.; that is to say, he is 
working for the Government without compensation. He is a sales 
executive for the Bethlehem Steel Corp. and receives his salary from 
that corporation while working for the Government. 

Me. Cole testified that in the course of his employment with the 
Bethlehem Steel Corp. he had an established business relationship 
with General Motors procurement officials, but was not acquainted 
with representatives of any of the other locomotive builders. He 
further testified that the representatives of General Motors with whom 
he was well acquainted as a result of previous dealings conferred with 
him directly and convinced him of the urgency of ‘the needs of the 
Electro Motive Division of General Motors for steel. The subcom- 
mittee has no reason to doubt that General Motors did in fact have : 
critical need for this steel for the Transportation and Equipment Disi- i- 
sion had apparently reached precisely the same conclusion earlier. 
Nor does the subcommittee have any evidence that General Motors 
acted improperly in presenting its case directly to Mr. Cole, although 
it should be noted that the other locomotive builders had all been given 
to understand that their needs should only be presented to the Trans- 
portation and Equipment Division of NPA, which would then act on 
behalf of all producers in seeking an equitable allocation of essential 
materials controlled by other divisions of NPA. This understanding 
was in accord with the agreement made in early February between 
Messrs. Carson and Cole on behalf of the Iron and Steel Division and 
Mr. Glenn on behalf of the Transportation and Equipment Division. 

Henry P. Rankin, Jr., who also signed the General Motors directive 
as a concurring officer, is another w. o. c., and receives his salary as 
assistant manager of the Carbon Bar Sales Division of Republic Steel 
Corp. Rankin’s position in the NPA is Chief of the Carbon Bars and 
Semifinished Section of the Iron and Steel Division. The directive 
issued for the benefit of General Motors applied primarily to steel 
forgings. Mr. Rankin testified that the preparation of the directive, 
which was issued on March 14 was probably handled by Mr. Robinson, 
his predecessor as Chief of the Carbon Bars and Semifinished Section, 
another w. o. ¢. who was then on loan from the sales department 
of Jones & Laughlin Steel Co. The record indicates that General 
Motors Corp. recently made long-term loans to both Republic Steel 
Corp. and Jones & Laughlin Steel Co. in amounts of $40,000,000 and 
$28,000,000, respectively, and Mr. Rankin could not recall any 
customer of Republic Steel who purchased more steel from that 
company than General Motors. 

Although Mr. Glenn signed the March 14 directive, authorizing steel 
for General Motors, as initiating officer, the evidence clearly establishes 
that his signature was not placed on the document until after it had 
been signed by Mr. Cole. The order which actually authorized the 
issuance of directives for General Motors, although it specified pre- 
cisely the same tonnage as did the request for interim relief previously 
initiated by Mr. Glenn, was in fact prepared in the Iron and Steel 
Division and subsequently signed by Mr. Glenn as initiating officer. 
Why Mr. Glenn did not refuse to sign the General Motors directive 
until directives for the other builders were ready for signature was 
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explained by Colonel Knight who had advised Mr. Glenn to sign. 
Messrs. Glenn and Knight, it was pointed out, did not believe that 
General Motors’ production should be interrupted merely because 
there had been a delay in preparing the other papers. 

When the directive granting General Motors Corp. interim relief 
in the amount of 2,663 tons of steel was returned to Mr. Glenn un- 
accompanied by similar directives for the other builders, Mr. Glenn 
and his staff immediately took steps to ascertain the status of the 
other requests. They were informed that the documents had been 
lost, and to this date no one has been able to determine what happened 
to them after they received Mr. Cole’s approval. Rather than waste 
time searching for lost documents, Mr. Glenn initiated a second series 
of applications on behalf of the other locomotive builders. These 
requests sought the same relief as had previously been requested. 
The reasons stated for granting relief to the other four builders in 
these applications were word for word the same as those set forth in 
the explanation and justification for the directive which had actually 
been issued for the General Motors Corp. In addition, each of these 
four requests contained the following sentence: 

It is recommended that directive action be taken at once to help this company 
to obtain its fair share of critically needed materials. 

All four of these requests for interim relief, which were filed as 
substitutes for the lost papers, were approved by Mr. Cole. However, 
in approving the requests, Mr. Cole decided, without consultation 
with Mr. Glenn’s staff, that these builders should not have the benefit 
of the top priority directive action which had been given to General 
Motors Corp., but rather should only be allowed a “DO” (Defense 
Order) rating. 

After Mr. Cole had approved the requests on a DO basis, this 
second set of papers was delivered to Mr. Horace B. McCoy, who 
was then Assistant Administrator of the NPA in charge of industry 
operations. Since the requests initiated by Mr. Glenn called for 
directive action and the approval by Mr. Cole had been merely on a 
DO basis, Mr. McCoy felt that it was important for him to resolve 
the issue which had been raised by the conflict of opinion between 
the two divisions as to the proper type of priority assistance to be 
given these builders. Accordingly, he requested Mr. Cole to come to 
his office to discuss the issue. Mr. Cole assured Mr. McCoy that 
DO’s were all that the builders needed, but he did not mention to 
Mr. McCoy that directive action had been taken in favor of General 
Motors. Nor, despite the fact that the General Motors Corp. was 
known to Mr. McCoy to be by far the largest locomotive builder in 
the industry, did it occur to Mr. McCoy to ask why the papers on 
his desk did not include a request for interim relief for General Motors. 
This oversight is particularly striking in view of the fact that Mr. 
McCoy has characterized the requested interim relief as ‘‘assistance 
of a program nature” for the entire industry. After discussing the 
matter with Mr. Cole, Mr. MeCoy turned the problem over to Mr. 
5. Sterling McMillan, a young assistant in his office. 

The next day, approximately March 20 or 21, Mr. McMillan talked 
on the telephene with Mr. Glenn, and also with Colonel Knight, in an 
attempt to ascertain the urgency of the needs of the four locomotive 
builders whose applications, filed after months of study and analysis, 
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had been turned over to him. As a result of these telephone conver- 
sations Mr. MeMillan decided that the requests were probably not 
sufficiently urgent to require directive action. About this time another 
matter, which Mr. McMillan considered more important, came to his 
attention, and prevented him from taking any action with respect to 
the interim-relief applications of the locomotive builders for over 2 
weeks. 

During this period representatives of the builders, who were making 
vigorous efforts to locate the requests for interim relief which appar- 
ently had been lost for a second time, visited Mr. McCoy’s office. 
Unable to see Mr. McCoy, they talked to Mr. Murphy who searched 
the section and concluded that the papers were not there. Mr. 
Murphy worked closely with Mr. McCoy and also with Mr. McMillan. 
Mr. McCoy felt that Murphy’s failure to mention the builders’ 
concern about the supposedly lost papers was understandable inas- 
much as this sort of thing “happens about 100 times a day.”’ 

On April 9, on the basis of Mr. MecMillan’s recommendation, 
another assistant to Mr. McCoy approved the request on a DO basis. 
Nevertheless, the priority assistance was not then granted because 
Mr. McMillan was not convinced that even a DO priority rating 
should be given to these builders. He undertook to study the matter 
further, and after another 10 days or so came to the conclusion that 
it had then become too late for the requested interim relief to be of 
any value to these builders. During his long period of study Mr. 
MeMillan was fully aware that directive action had been taken in 
favor of General Motors, but it did not occur to him that this fact 
had any bearing on the issue which had been submitted to him. 

The top officials of the Transportation and Equipment Division 
of NPA testified that the failure to grant interim relief to the four 
builders caused them irreparable damage; that as a result of their 
lack of steel essential production of locomotives was lost to the 
Nation. Representatives of the builders confirmed this testimony. 
Mr. McCoy was the only witness who was unable to see why the 
failure to process the requests for interim relief really affected the 
production of these companies. He based his opinion on April pro- 
duction figures. It should be noted, however, that Mr. Cole, when 
asked to explain how General Motors could be in critical need of steel 
in February and March when in February its production had been 
the highest in history, pointed out that February production was 
built out of steel supplies that were made available several months 
earlier. 

Several times during the course of the hearings, the subcommittee 
formally announced that an opportunity would be afforded any person, 
representing himself, an agency, or business organization, to testify 
for the purpose of clarifying previous testimony or the implications 
of such testimony. Despite this invitation, all witnesses, including 
those from NPA, appeared either pursuant to subpena or at the sub- 
committee’s formal request. 

It now appears that the official NPA explanation of the incidents 
which were the subject of inquiry was contained in a press release 
issued by that agency on Thursday, May 24, 1951. This release con- 
sists of a statement under the letterhead of the Department of Com- 
merce, National Production Authority, prepared by Mr. Horace B. 
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McCoy, which attempts to explain the events surrounding the issuance 
of a directive for steel for General Motors, the loss of papers repre- 
senting applications for directives for the four other builders, and the 
eventual inaction on the subsequent refiling of a duplicate set of 
requests for directives. 

It might be noted that when Mr. McCoy testified before the sub- 
committee on Friday, May 25, 1951, the day after the release of his 
statement, the subcommittee, as it had with all other witnesses, in- 
quired as to whether Mr. McCoy had a prepared statement that he 
wished to submit. Mr. McCoy said that he did not have such a 
statement. 

The subcommittee finds that Mr. McCoy’s statement, as contained 
in the press release, representing NPA’s official position, is grossly 
misleading. An example of the liberties taken with facts clearly on 
the record is the statement’s basic premise wherein Mr. McCoy takes 
the position that the granting of a directive in the amount of 2,663 tons 
of steel on behalf of General Motors was a matter separate and apart 
from the interim relief program. The record is quite clear that the 
over-all interim relief program included a request for 2,663 tons of 
steel for General Motors and other amounts for the four other loco- 
motive builders. The record is equally clear in showing that a direc- 
tive was in fact issued giving General Motors precisely this amount of 
steel after the interim relief program for all of the builders reached 
NPA’s Iron and Steel Division, whereas no assistance whatsoever was 
given to any of the other builders pursuant to the same request for 
interim relief. 

One of the purposes of the continuing investigation of the mobiliza- 
tion program to be carried on by this subcommittee in a series of hear- 
ings commencing on Monday, June 11, 1951, will be to ascertain 
whether any changes in legislation or in administrative regulations 
are necessary in order to minimize the danger that inequitable alloca- 
tions of essential materials, such as was disclosed in the foregoing 
incident, will recur. 
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